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Our Mission

The DFI is responsible for regulating the safety and soundness of
state-chartered financial institutions, to maintain public confidence
and facilitate a strong services system.

Our Vision

Develop business systems that meet the changing needs of our
institutions, our employees and the public.
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Commissioner’'s Comments

It is my pleasure to present the 2002 DFI Annual Report -- our first electronic only report. TheAnnual
Report is available on the DFI web site at http://www.dfi.ca.gov/annual/2002/2002AR.asp.

The DFI remains committed to our mission of safety and soundness.

The year began with economic uncertainty in many parts of the world. The scale and magnitude of the
events of September 11 affected the economy, the financial services industry, and also had a profound
personal impact on each of us. Despite the economic uncertainties, state-chartered banks and credit
unions continue to grow and prosper in California. Four new state-chartered banks opened during
2002, each with its own unique characteristics from serving a small or ethnic community to offering
special services for small or growing businesses. Bank assets increased to $145 billion. State char-
tered credit unions saw continued growth in 2002 with nine conversions to state charter. Each credit
union provides individual services designed to meet the growing needs of their members and help them
plan for the future. Credit union assets increased to $53 billion. The Department also licensed 13 new
transmitters of money abroad to service financial transactions between California and the rest of the
world.

DFI now supervises over 650 financial institutions, including 185 banks and 223 credit unions. Total
assets of state chartered financial institutions were $211 billion at year end 2002 and have increased to
$225 billion at year end 2002.

The Department expanded on our 2001 theme, “Looking to the Future” with the 2002 theme, “One
Department, One Future.” We continue to emphasize training and the professional development of our
examiners and staff as we prepare for the future of the financial services industry.

DFI continues to strengthen the delivery of educational information to consumers. In 2002, we pub-
lished Transmitting Money Abroad available in English and Spanish. With the support of Governor
Gray Davis, we continue to emphasize the importance of financial literacy. The Governor proclaimed
the first “California Financial Literacy Month” in April, 2002. We partnered with other agencies and
organizations to bring educational information to seniors, youth, and minority groups. Many state-
chartered financial institutions participated in outreach activities.

The 2002 annual report is a portrait of an entire year and demonstrates the State’s efforts and the
efforts of California’s financial institutions to strengthen the financial services industry and improve the
products and services provided to communities throughout California. The report includes financial and
statistical data as well as highlights of the Department’s activities and accomplishments.

DONALD R. MEYER
Commissioner of Financial Institutions
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Highlights of 2002

December 17
Department of Financial Institutions introduced a redesigned Web site to better serve our customers.

December 12
Elizabeth (“Beth”) Dooley, Deputy Commissioner of Credit Unions speaks to participants of the Cali-
fornia Credit Union League’s Attorney Summit in Santa Barbara.

December 5
Commissioner Donald R. Meyer speaks to Bankers’ Compliance Group 17th Annual Bank Manage-
ment and Directors Seminar, Santa Clara.

November 5
Commissioner Donald R. Meyer was a volunteer Banker-teacher at Fruitvale Elementary School in
Oakland as part of the “Banking on Our Future Across America,” Operation HOPE, Inc.

October 19
Commissioner Donald R. Meyer speaks to the International Financial Institutions Association in Cali-
fornia in City of Industry.

October 16

DFI's Consumer Outreach staff attend “Fraud Fest” in Sacramento, an all-day educational event
designed to help seniors to avoid getting scammed by teaching them how to protect themselves
against fraud that was sponsored by the California Department of Corporations.

October 7
DFI hosts the Money Transmitter Regulators Association Conference in La Jolla, “Transfer of Money
Across National Borders - A Call for New Regulatory Initiatives.”

August 31
Department of Financial Institutions releases consumer brochures to assist consumers who send
money abroad, available in English and Spanish.

August 9
Beth Dooley, Deputy Commissioner of Credit Unions speaks to the Credit Union Internal Auditors
Association.

June 11
Beth Dooley, Deputy Commissioner of Credit Unions address the Pacific Sun Educational Confer-
ence in Wailea, Hawaii.

June
DFI endorses FDIC goals to make financial literacy a national priority.
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May 13
Department of Financial Institutions Participates in Financial Literacy “Train-the-Trainer” Workshops.

April 18
Department of Financial Institutions participates in financial literacy panel at Latina conference in
Sacramento.

April 11
Governor Davis declares April as “Financial Literacy Month” in California.

April 2
Beth Dooley, Deputy Commission for Credit Unions addresses participants of the California Credit
Union League Government Relations Rally in Sacramento.

March 15
Beth Dooley speaks to California Credit Union League at the Big Valley Conference in Monterey.

January 22
DFI Sacramento Regional Office moved to 1810 13th Street, Sacramento, CA 95814.

January 15
Department of Financial Institutions announces eight new state chartered banks opened during 2001.

January 12
Commissioner Donald R. Meyer addresses the California Bankers Association’ Bank Presidents
Seminar.

January 3
Department of Financial Institutions makes informational chart about minimum payments on credit
cards available on its Web site.

January 2
DFI announces that state-licensed money transmitters sent $4 billion to foreign countries in 2001.

January

DFl joins the OCC and OTS is supporting the California Community Partnership for the Prevention of
Financial Abuse’s (CCPPFA) initiative and leadership in helping to prevent financial abuse of the
elderly with a videotape-based training program to help educate financial institution personnel about
detecting and reporting financial abuse of the elderly.
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DEPARTMENT ACTIVITIES

The Department oversees the safe and sound operation of California’s state chartered financial institutions to
maintain public confidence and facilitate a strong financial services system while serving the convenience and
needs of the public. This is accomplished by promoting the observance of sound financial services practices,
licensing new financial institutions, performing financial institution examinations as well as promoting financial
literacy.

Administrative Changes

On March 1, 2002, Julio Prada was promoted to Financial Institutions Supervisor of the Special Licensees
Division. Paul Crayton was promoted as Financial Institutions Supervisor for the San Diego Office in April 2002.

Accreditation

The Department remains accredited by the Conference of State Bank Supervisors (CSBS). DFI was first
accredited in 1990. The Department submitted our 2002 annual self-assessment.

DFI was also re-accredited by the National Association of State Credit Union Supervisors (NASCUS) in 2002.
The Department was first accredited by NASCUS in 1999.

Community Activities

In November, Commissioner Donald R. Meyer was a volunteer banker-teacher for a 4th grade classroom at
Fruitvale Elementary School in Oakland as part of the “Banking on Our Future Across America,” Operation
HOPE, Inc. “Banking on Our Future Across America” brings volunteer bankers and financial service providers
into elementary, middle and high school classrooms to teach youths the basics of a checking account, a
savings account and the importance of credit and investment in their young lives. The national honorary chair-
man and first celebrity volunteer banker-teacher/CEOQ is Donald Powell, Chairman of the FDIC. The regional
honorary chairman is Robert Parry, President of the Federal Reserve Bank of San Francisco.

In October, DFI's staff attended “Fraud Fest” in Sacramento, an all-day educational event designed to help
seniors to avoid getting scammed by teaching them how to protect themselves against fraud and sponsored by
the California Department of Corporations.

In May, we partnered with the Federal Reserve Bank of San Francisco to sponsor “train-the-trainer” work-
shops, Building Native American Communities: Financial Skills for Families. Recognizing the wisdom and
success of traditional resource management, the curriculum draws from historic examples of saving, budget-
ing, and adapting new tools to benefit Native American communities.

In April, the DFI participated in a financial literacy panel discussion at the Hispanas Organized for Political
Equality (HOPE), Latina Action Day Conference.

Publications

As part of our continued efforts to strengthen the delivery of educational information to consumers, the Depart-
ment provided information to assist consumers who send money abroad. The new consumer materials are
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available in English and Spanish and available on the DFI Web site. In addition, we announced the availability
of the information to licensees in our monthly bulletin. Banks and credit unions requested copies of the bro-
chures along with requests from libraries, legislative members and community organizations.

Training

Training is a high priority for the Department of Financial Institutions. In 2002, the Department significantly
increased the training budget to provide our staff with both the core and non-core training they need to provide
the best service possible.

Training sponsors and providers included the Conference of State Bank Supervisors (CSBS), the Federal
Deposit Insurance Corporation (FDIC), the Federal Reserve Bank (FRB), the National Credit Union Associa-
tion (NCUA), the California CPA Education Foundation, the California Credit Union League (CCUL), the Na-
tional Association of State Credit Union Supervisors (NASCUS), the California State Training Center (STC),
and Health and Human Services Data Center (HHSDC.)

In 2002 CSBS offered many courses in the State of California which by taking gave many of our examiners the
opportunity to become certified examiners through CSBS.

The Department held its second annual all-staff training conference themed One Future, One Department. In
an effort to save training dollars, the conference was held both in Southern California and Northern California.
Our examination staff was credited with 16 hours of continuing education towards certification for the confer-
ence. CSBS, NASCUS, FDIC, the FRB and the Department of Parks and Recreation were all part of the
agenda for the one day event.

In 2002 DFI sent two groups to the California State Teachers Retirement System for the academic portion of

the Departmental Leadership Development Program. The first class will graduate from the Leadership Devel-
opment Program in June of 2003.

Assessments

The Department of Financial Institutions is a self-sustaining regulatory agency and, as such, is not supported
by general taxes. The programs of the Department are supported principally by assessments on our licens-
ees.

The Department’s assessments have been consistently well below the maximum permissible under the stat-
utes. For the current fiscal year the assessment level remained low.

Banks, Foreign Banks and Trust Companies

In 2002, the base rate increased slightly from $0.98 to $1.038585. This rate reflected the need to maintain a
prudent level of reserves in the Banking Fund.

Credit Unions

The 2001-02 assessment rate for credit unions is unchanged from last year's rate of $0.747282343.
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Industrial Banks

The assessment rate for industrial banks this year is $0.80231 compared to $0.7641 for the fiscal year ended
June 30, 2001.

Insurance Premium Finance Companies

Insurance premium finance companies were assessed .0074305497 percent of total assets, compared with
.007492 percent of total assets in the 2001-02 fiscal year.

Surveys

During the year, the Department continued its practice of conducting surveys and providing the results to its
licensees. These surveys are aimed at supplying licensees with timely and useful information and to aid the
Department in improving the quality and efficiency of regulatory oversight.

To further its ongoing efforts to keep abreast of industry changes the Department sent out the Quality Assur-
ance Survey “QAS” and the Executive Officer and Director Compensation Survey.

2002 “QAS” Results

Bank and credit union responses to the QAS are important to the Department. They provide feedback about the
examination process that enables the Department to make improvements in those areas licensees indicate as
problem areas, or conversely, those areas of the examination process in which the examination staff has
excelled.

The QAS is provided to each licensee examined during the calendar year and contains three categories of
statements and asks the institution to respond to the degree that they agree or disagree with the statements.
The categories are: evaluation of examination; effectiveness of assessment criteria; and overall effectiveness
of supervision.

Banks
For 2002 the highest positive rating statements (“strongly agree” and “agree”) were:
100% - “DFI personnel conducted themselves in a courteous and professional manner;”
98% - “The report of examination was consistent with the findings discussed at the exit review;” and

98% - “Overall, | was satisfied with the examination process.”

The most significant improvement in positive response for 2002 was the increase from an 86 percent to 98
percent to the comment “Overall, | was satisfied with the examination process.”

Decreases in positive responses were concentrated in the evaluation of the effectiveness of the DFI examiners
in performing in key areas of the examination process. Of the seven key areas, five of the areas experienced a
drop in the positive rating of between twelve percent (earnings) and three percent (asset quality).

Credit Unions

For 2002 the highest positive ratings statements for credit unions were:

| 2002 Annual Report



95% - “The DFI personnel conducted themselves in a courteous and professional matter;”

93% - “The EIC was effective in communicating examination findings at the meeting with the credit
union officials;” and

91% - The “Examination Overview” page of the report of examination effectively described, in a clear
and concise manner, the overall condition of the credit union.”

The most significant improvement in positive response was the increase from 84% to 88% to the comment “The

credit union was provided enough lead time to meet the examination entry letter request for schedules and
other items.”

Decreases in positive responses were in response to the statements concerning the length of time used to
conduct the examination was appropriate, and the report of examination was received in a timely manner.
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LEGISLATION

DFI-Sponsored Bills

AB 2157 Papan (Chapter 734). Credit unions. This bill cleans up the Credit Union law and creates Credit
Union enforcement powers parity with similar authority the Commissioner has for banks. Also, this bill lays
the groundwork for future changes to the Credit Union law. (Urgency statute; effective 9/21/02.)

Bills Potentially Affecting DFI and/or DFI Licensees
Effective January 1, 2003 unless otherwise indicated.

AB 551 Papan (Chapter 1162). Industrial Banks. This bill prohibits a person from acquiring control of an
industrial bank unless the person is engaged only in the activities that are permitted for a financial holding
company as provided in federal law or the person is a credit union service organization as provided in state
law.

AB 1893 Papan (Chapter 158). Commercial Banks. This bill adds another exception for obligations secured
by a segregated deposit account in a lending bank provided the security interest in the deposit has been
perfected and meets specified conditions. This exception already exists for federally chartered banks.

ACR 125 Papan (Chapter 167). Financial Privacy. This measure authorizes the California Law Revision
Commission to study and report on recommended legislation for financial privacy.

AB 227 Dutra (Chapter 22). Unclaimed Property. This bill extends the deadline for paying or delivering
unclaimed property to the Controller to December 31, 2002, subject to specified conditions. (Urgency
statute; effective 4/18/02 with specified implementation dates.)

AB 690 Wiggins (Chapter 939). State Assistance Fund for Enterprise, Business, and Industrial Develop-
ment Corporation. This bill provides that the State Assistance Fund for Enterprise, Business, and Industrial
Development Corporation (SAFE-BIDCO) will meet the definition of a financial development corporation
under the California Organized Investment Network (COIN) so that SAFE-BIDCO may offer the tax credit
provided under COIN to its depositors. (Urgency statute; effective 9/28/02.)

AB 1772 Harman (Chapter 813). Escheat: financial accounts. This bill requires specified information to be
included in the notification from a financial institution to its customer regarding escheatment of their funds to
the state to be changed by using bold and increased font size. In addition, this bill adds additional informa-
tion to the notice and requires that the date of last activity on the account, the type of deposit, and a sen-
tence explaining the law and reason for the escheatment of the property, be included in the notice.

AB 2331 Wayne (Chapter 815). Waivers: obligations: consumers. This bill adds anti-waiver provisions to
specified consumer protection statutes, thereby clearly establishing which consumer laws cannot be
waived by any person to whom these statutes apply.

AB 2126 Pacheco (Chapter 433). Trust companies: investments. This bill changes the time frame in which
a trust company or department must provide a securities prospectus to its trust beneficiaries and other
related persons for whom a trust company or department provides service, unless specifically waived in
writing.
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AB 2984 Insurance Committee (Chapter 203). Insurance: depository institutions: production agencies:
surplus line brokers: reinsurance intermediaries. This bill sets forth provisions in order to comply with
standards established under the Federal Financial Services Modernization Act of 1999 (the Gramm-
Leach-Bliley Act) that called for increased regulation, by State Insurance regulators, of the retail sales
practices, solicitations, advertising, and offers of any insurance product or annuity to a consumer by a
depository institution.

SB 898 Perata (Chapter 777). Check Cashers. This bill transfers the regulation of deferred deposit
transactions (also known as payday advances) from the Civil Code (as administered by the State
Department of Justice) to the Financial Code (as administered by the State Department of Corpora-
tions), and makes other substantive changes to the licensing and regulation of persons engaging in the
business of making deferred deposit transactions.

SB 1254 Alpert (Chapter 254). Identity Theft. This bill expands the definition of “personal identifying
information” under the law, and would also make a person who acquires, transfers, or retains posses-
sion of such information for purposes to defraud guilty of a crime. This bill also clarifies language
pertaining to the reparation of identity theft victims’ personal records.

SB 1271 Ackerman (Chapter 67). Non-probate transfers: Uniform TOD Security Registration Act. This
bill adds “cash equivalents” to the definition of a “security account” as provided under the California
probate code. This bill also defines an investment management or custody account with a trust com-
pany or trust department of a bank with trust powers to mean the same thing as a “security account”.

SB 1504 Ackerman (Chapter 809). Instruments. This bill addresses three separate areas of law. First,
this bill addresses notification of certain entities when a mortgage is placed in default. Second, this bill
addresses notification requirements relating to a reconveyance on a mortgage. Finally, this bill amends
the definition of cash equivalents under the Uniform TOD Security Registration Act relating to the
ownership of a security upon death of its owner.

SB 1617 Karnette (Chapter 862). Credit cards. This bill requires that a credit card issuer, when provid-
ing a replacement or substitute credit card, to make available an activation process whereby a credit
card holder is required to contact the card issuer to activate the credit card prior to using the card.

SB 1730 Bowen (Chapter 786). Personal information. This bill amends the Consumer Credit Reporting
Agencies Act to exempt from existing requirements the use of a consumer credit report by any person
or entity administering a credit file monitoring subscription service to which the consumer has sub-
scribed or by any person or entity for the purpose of providing a consumer with a copy of his or her
credit report upon the consumer’s request.
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Organization Chart
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DEPARTMENT OF FINANCIAL INSTITUTIONS
OFFICE LOCATION AND ROSTER

San Francisco Headquarters
111 Pine Street, Suite 1100
San Francisco, CA 94111

Los Angeles Office
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Sacramento Office
1810 - 13™ Street
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HUMAN RESOURCES

Robbin Kleinsorge, Personnel Officer

Cindy Fernandez, Training Officer

Reymunda Vences, Associate Personnel Analyst
Aile Adriano, Staff Services Analyst

Leydis Church, Associate Gov. Program Analyst
Genevieve Ibarra, Senior Personnel Specialist
Katrina Thomas, Personnel Specialist

INFORMATION SYSTEMS

Mary Ann Havens, Data Processing Manager
Arlene Dela Cruz, Assoc. Info. Systems Analyst
Nida Torion, Assoc. Info. Systems Analyst
Ardo Apolinario, Asst. Info. Systems Analyst
Cesar Garcia, Information Systems Technician

rkleinsorge@dfi.ca.gov
cfernandez@dfi.ca.gov
rvences@dfi.ca.gov
aadriano@dfi.ca.gov
Ichurch@dfi.ca.gov
gibarra@dfi.ca.gov
kthomas@dfi.ca.gov

mhavens@dfi.ca.gov
adelacruz@dfi.ca.gov
ntorion@dfi.ca.gov
aapolinario@dfi.ca.gov
cgarcia@dfi.ca.gov

STRATEGIC SUPPORT AND PUBLIC INFORMATION

Peter Van Hoecke, Strategic Support Manager
Alana Golden Nabong, Information Officer
Patrick Carroll, Program Supervisor

Rosa Santiago, Office Technician

Applications, Licensing and Records
Vivian Chen, Associate Gov. Program Analyst
Ross Glen, Records Management Analyst

Ida Nancy Dizon, Office Assistant

Research and Analysis

Jason Summers, Associate Gov. Program Analyst

Consumer Services
Lezlie Cannon, Staff Services Analyst

Examination, EDP
Nancy Luke, Manager
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GENERAL COMMENTS

The national economy began to rebound in 2002. Overall GDP growth during the year was 3 percent, just
below the rate many estimate our economy can sustain in the long run. But the growth rate was inconsistent,
varying from quarter to quarter and finishing the year on a down note. Mirroring this national trend, California’s
unemployment rate remained in the 6.4 to 6.5 range from March until December, when it edged up to 6.6 per-
cent.

During the year, strong real estate demand offset weaknesses in other industries in the state, particularly in
high tech manufacturing. Sales of existing single-family homes surged by almost 21 percent in December 2002
from a year previous. Home sales in the last three months of 2002 were up by nearly 16 percent over the
same period in 2002. Home building was robust, exceeding the 2002 rate by almost 11 percent for the first 10
months of the year, though it slowed noticeably at year-end. This caused the median price of existing single-
family homes to reach $338,110—a record high for the state.

The fiscal stimulus packages that Congress passed in 2002 and 2002 and the monetary policy stimulus from
historically low interest rates have helped fuel the economic recovery. In November 2002, the Federal Reserve
cut interest rates by half a percentage point, bringing the federal funds rate to its lowest level in 40 years.

Gains in productivity have also plays a part. During the recent recession and modest recovery, the productiv-
ity gains that began in the mid-1990’s have continued unabated. On the downside, the economy faces signifi-
cant risks ahead, both domestic and foreign. The recovery will be imperiled if consumer spending falters before
business investment resumes. Trouble spots—Iraqg, North Korea and Venezuela and the continuing threat of
terrorism will create a sense of uneasiness and instability that could also undermine the economy in 2003.

Commercial Banks

The 185 state-chartered banks at yearend 2002 reported total assets of $148.7 billion, an increase of $14.2
billion or 10.6 percent, from the $134.5 billion at yearend 2001. Loans at $91.5 billion were up $4.3 billion, or 4.9
percent from $87.2 billion in 2001, while deposits were $119.9 billion, up $10.2 billion from $109.7 billion in 2001,
an increase of 9.3 percent. Equity capital showed a strong 16.1 percent increase from $14.3 billion to $16.6
billion over the same period.

Reflecting the mild recovery, net income increased somewhat from $1.436 billion at yearend 2001 to $1.554
billion at yearend 2002, up $118 million, or 8.2 percent. This modest increase was outpaced by the increase in
total assets, so the return on assets declined a fraction of a percent from 1.07 percent to 1.05 percent over the
year. Historically low interest rates drove down the net interest margin at yearend 2002 to 3.75 percent com-
pared to 3.78 one year ago.

Noncurrent loans were down from $842.9 million in 2001 to $817.0 million at yearend 2002, a decrease of $25.9
million or 3.1 percent. Other real estate owned was flat, edging down a fraction from $50.9 million, to $50.8
million over the same period. Reserve coverage of non-current loans increased from 184.48 percent to 201.68
percent.

There was a net decrease of eleven banks over the year, from 196 at yearend 2001 to 185 at yearend 2002.
Five banks opened during the year, and one national bank converted to state charter, but this gain was offset
by 17 state banks that merged out of existence.
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Industrial Banks

The number of industrial banks decreased from 21 to 19 during the year while total assets increased 9.5 per-
cent from $11.5 billion to $12.6 billion over the same period. Loans grew 9.0 percent, from $10.0 billion in 2001
to $10.9 billion in 2002, while deposits remained essentially flat, decreasing a fraction of a percent from $9.4
billion to $9.3 billion. Total capital was up strongly from $976.5 million to $1.198 billion, a gain of $221.6 million
or 22.7 percent.

Net income was up sharply, from $53.7 million in 2001 to $197.0 million in 2002, a gain of $266.9 million, or
143.3 percent. The return on assets ratio increased correspondingly, from 0.47 to 1.57 percent.

Noncurrent loans expressed as a percent of total loans decreased from $233.5 million at yearend 2001 to
$191.2 million at yearend 2002, a decline of $42.3 million or 18.1 percent., while reserve coverage of noncurrent
loans increased from 110.51 percent to 159.80 percent over the same period.

Credit Unions

State-chartered credit unions grew in number from 218 to 223 over the year, again posting double-digit growth
in loans, assets, shares and capital. Loans were up $3.4 billion from $28.8 billion in 2001 to $32.2 billion in
2002, a gain of 11.6 percent. Assets were up 15.5 percent from $43.7 billion to $50.5 billion, a gain of $6.8
billion. Shares went from $38.5 billion to $44.3 billion over the year, a gain of $5.8 billion, or 15.1 percent.
Capital was up from $4.4 billion to $5.1 billion a gain of 16.1 percent or $708.2 million over the same period.

Credit unions reported net income of $592.8 million, $118.6 million over the $474.1 million reported in 2001—a
gain of 25.0 percent, while the return on assets ratio increased from 1.05 percent to 1.25 percent. Delinquent
loans went from $177.8 million in 2001 to $199.2 million in 2002, an increase of $21.4 million or 12.0 percent.
But expressed as a percentage of total loans, delinquent loans were unchanged from the previous year at 0.62
percent as of yearend 2002.

Premium Finance Companies

Total assets of 67 premium finance companies were $322.1 million at yearend 2002, an increase of $23.8
million, or 7.9 percent from the $293.3 million reported one year ago. Net income was $16.6 million, up $6.9
million, or 71.1 percent from the $9.7 million reported in 2001. During the year, six premium finance companies
opened, three voluntarily surrendered their licenses and four premium finance company licenses were revoked.

Trust Companies and Departments

Total managed and non-managed assets held by 24 state-chartered bank trust departments and 12 trust
companies were $455.2 billion at yearend 2002, down $41.9 billion or 8.4 percent from the $497.1 billion in total
fiduciary assets reported in 2001.

Income from fiduciary activities of state chartered banks combined with net income of trust companies was
$206.7 million, a decrease of $23.3 million or 10.1 percent from one year previous.
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Foreign Banks

Total assets of agencies and branch offices of foreign banks in California decreased $2.9 billion over the year,
from $19.7 billion in 2001 to $16.8 billion in 2002, a decline of 14.7 percent. Loans were down $4.8 billion, from
$16.6 billion to $11.9 billion a decline of 28.7 percent. Deposits bucked the trend, increasing from $3.6 billion to
$6.4 billion, an increase of $2.8 billion, or 77.8 percent. Total operating income was down from $1.4 billion to
$704.2 million, a decline of 49.7 percent over the same period.

The number of foreign banks with agencies or branch offices decreased from 49 to 43 during the year.

The decade-long trend of decreasing foreign bank assets continues unabated, as foreign banks reduce their
overseas offices as a result of consolidations due to mergers and cost-cutting measures imposed to increase
profitability.

Savings and Loan Associations

For the single state-chartered savings and loan association in California, total asset increased from $305.6
million in 2001 to $337.6 million in 2002—an increase of $32.0 million or 10.5 percent. Loans were up from
$277.8 million to $302.1 million, an increase of $24.3 million or 8.8 percent, while deposits went from $ 204.2
million to 214.2 million, an increase of $10.0 million or 4.9 percent over the same period. Equity capital in-
creased from $22.6 million to $26.9 million, an increase of $ 4.3 million, or 19.0 percent.

Net income increased from $ 3.7 million in 2001 to $4.8 million in 2002, an increase of $1.0 million or 27.4
percent. The return on assets increased from 1.23 percent to 1.41 percent. At year end 2002, there were no
noncurrent loans.

Special Licensees

During 2002 the Department’s transmitter licensees forwarded $6.2 billion from California to foreign countries,
up $2.2 billion or 55 percent from the $4.0 billion reported in 2001. In addition, three new transmitters of money
abroad were licensed in 2002. During 2002, the Department’s payment instrument licensees sold $99.8 billion
in payment instruments in California, an increase of $9.1 billion or 10 percent from 2001. Over the same period,
the Department’s travelers check licensees sold $1.2 billion in travelers checks in California, down 20 percent
from the $1.5 billion sold in 2001.
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STATEMENT OF THE FINANCIAL INSTITUTIONS FUND

Revenue and Expenditures for Fiscal year ending June 30, 2002

Accumulated surplus, July 1, 2001
Revenue:

Assessment of banks

Assessment, fees, licenses, ILC
Assessment, traveler's checks
Assessment, fees, licenses, S&L
License fees (banks and branches)
Proposed bank and branch applications
Extra Exam Section 1901(a)
Facility Fee Section 3804 (a,c,e)
Extraordinary services

Interest from invested funds
Income from sale of documents
Miscellaneous revenue

Escheat - Checks, Warrants

Total revenue
Total resources

Less Expenditures
Salaries
Staff benefits
Operating expenses and equipment
Reimbursement
Operating Transfer In

Total expenditures
Accumulated surplus, June 30, 2002
Prior year appropriation adj. 00/01
Prior year appropriation adj. 99/00
Prior Year Income Adjustment 00/01
Refund to Reverted Appropriations
Special Item of Expense

Total adjustments

Accumulated surplus, adjusted
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$10,242,006.60

10,447,768.00
927,984.19
495,907.00
42,425.00
117,900.00
236,397.52
3,150.00
66,525.00
43,825.00
459,228.69
450.00
726,900.20
210.00

$13,568,670.60
$23,810,677.20
7,992,401.58
1,517,028.40
6,414,740.29
-580,213.48
$15,343,956.79
$8,466,720.41
122,907.09
28,108.79
50.00
155,357.03
-128.67

$306,294.24

$8,773,014.65



STATEMENT OF THE CREDIT UNIONS FUND

Revenue and Expenditures for Fiscal year ending June 30, 2002

Accumulated surplus, July 1, 2001
Revenue:
Assessment of Credit Unions
Examinations
License fees, application fees
Interest from invested funds
Miscellaneous Service to the Public
Total revenue
Total resources
Less Expenditures
Salaries
Staff benefits
Operating expenses and equipment
Total expenditures

Accumulated surplus, June 30, 2002

Prior Appropriation Adjustment 00/01
Special Item of Expense

Total adjustments

Accumulated surplus, adjusted
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$1,870,055.70

3,382,122.00
11,700.00
2,129.75
140,134.22
0.00
3,536,085.97
$5,406,141.67
1,603,018.40
282,142.88
670,063.72
$2,555,225.00
$2,850,916.67

11,314.76
-128.67

11,186.09

$2,862,102.76



Commercial Banks

On January 1, 2002, there were 196 state-chartered commercial banks. During the year, five commercial

banks opened for business, one national bank converted to a state-chartered commercial bank, and 17

commercial banks became extinct through merger, bringing the total number of state-chartered commercial

banks at yearend to 185. The banks opened and closed during the year are:

New Banks

Five commercial banks opened for business:

Name City Capitalization Date Opened
GB Interim Bank * Los Angeles 2/28/02
New CCB Bank * Sonora 4/1/02
Mirae Bank Los Angeles $9,597,640 7/1/02
Napa Community Bank Napa $8,500,000 3/1/02
Security Business Bank of San Diego San Diego $10,142,598 9/27/02

1 In connection with the merger of Liberty Bank & Trust, Boston, MA with and into General Bank, Los Angeles

2 In connection with the corporate restructuring of Central California Bank

Conversion to State Charter

One national bank converted to a state-chartered bank.
Name Location Converted
Six Rivers Bank Eureka 1/2/02

Mergers

In 2002, there were 20 mergers involving state-chartered banks. The following table lists those mergers:

Surviving Bank Location Merged Bank Location Merged
Bank of Orange County Orange Cerritos Valley Bank Norwalk 8/15/02
Bank of the West San Francisco United California Bank Los Angeles 4/1/02
Central California Bank Sonora Central California Bank Sonora 4/1/02
Chinatrust Bank (U.S.A.) Torrance Chinatrust Savings Bank of Washington Bellevue, WA 10/28/02
Citizens Business Bank Ontario Western Security Bank, N.A. Burbank 6/28/02
City National Bank Beverly Hills CivicBank of Commerce Oakland 2/28/02
General Bank Los Angeles Liberty Bank & Trust Boston, MA 2/28/02
Humboldt Bank Eureka Capitol Valley Bank Roseville 5/31/02

Tehama Bank Red Bluff 5/31/02
Imperial Capital Bank La Jolla Asahi Bank of California Los Angeles 1/31/02
Liberty Bank & Trust Boston, MA GB Interim Bank Los Angeles 2/28/02
Pacific Capital Bank, N.A Santa Barbara Santa Barbara Bank & Trust Santa Barbara 3/29/02
Pacific Western National Santa Monica First Community Bank of the Desert Indian Wells 1/23/02
Bank

Upland Bank Upland 8/22/02
Rancho Santa Fe National Rancho Santa Fe Capital Bank of North County Carlsbad 3/7/02
Bank
Redlands Centennial Bank  Redlands Palomar Community Bank Escondido 5/24/02
Union Bank of California, San Francisco First Western Bank Simi Valley 5/13/02
N.A

Valencia Bank & Trust Santa Clarita 10/31/02
United Commercial Bank San Francisco Bank of Canton of California San Francisco 10/28/02
Westamerica Bank San Rafael Kerman State Bank Kerman 6/20/02

1

Name of surviving bank changed from New CCB Bank.
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Industrial Banks
On January 1, 2002, there were 21 industrial banks. During the year, one industrial bank became extinct through

merger and one voluntarily surrendered its license, bringing the total number of industrial banks at yearend to
nineteen.

Merger

In 2002 there were two mergers involving industrial banks:

Surviving Bank Location Merged Bank Location Merged
Hawthorne Savings F.S.B. Hawthorne First Fidelity Investment and Loan Tustin 8/23/02
Imperial Capital Bank La Jolla Asahi Bank of California Los Angeles 1/31/02

One industrial bank voluntarily surrendered its license:

Name Location Effected
eosbank San Mateo 12/20/02

Credit Unions

On January 1, 2002, there were 223 state-chartered credit unions, including five out-of-state credit unions.
During the year, nine federal credit unions converted to state charter, and four state-chartered credit union
became extinct through merger, making 228 credit unions, including five out-of-state credit unions.

Conversions to State Charter

Nine federal credit unions converted to state charter:

Name Location Converted
California Bear Federal Credit Union as California Bear Credit Union Los Angeles 712102
Capitol Power Federal Credit Union as Capitol Power Credit Union Sacramento 12/24/02
EBTEL Federal Credit Union as EBTEL Credit Union Pleasanton 12/2/02
1* City Savings Federal Credit Union as 1% City Credit Union Glendale 712102
Fiscal Federal Credit Union as Fiscal Credit Union Glendale 4/2/02
Medical Centers Federal Credit Union as Focus One Community Credit Union Los Angeles 12/20/02
SafeAmerica Credit Union as SafeAmerica Credit Union Pleasanton 12/18/02
Silicon Valley Federal Credit Union as Silicon Valley Credit Union Mountain View 9/9/02
Steinbeck Federal Credit Union as Steinbeck Credit Union Salinas 4/18/02

Mergers

In 2002, there were thirteen mergers involving state-chartered credit unions

Surviving Credit Union Location Merged Credit Union Location Merged
15" Pacific Credit Union Vallejo Electrical Workers Local #180
Federal Credit Union Napa 5/30/02
America’s Choice Credit Redwood City Amphlett Federal Credit Union Redwood City 10/1/01
Union
American First Credit Union La Habra Sunland Federal Credit Union Orange 2/28/02
Credit Union of Southern
California Whittier Western Gear Federal Credit City of Industry 11/25/02
Union
L.A. Southwest Japanese Harbor Japanese Credit Union Long Beach 5/15/02
Credit Union Los Angeles
MOCSE Central Valley Modesto Central Valley Credit Union Modesto 5/13/02

Federal Credit Union
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Nikkei Credit Union. Gardena Orange County Gardeners Credit Anaheim 12/24/02

Union
Patelco Credit Union San Francisco Levi Strauss Employees Federal San Francisco 3/1/00
Credit Union
Premier America Credit Chatsworth Mobil West Federal Credit Union Torrance 3/1/01
Union
San Francisco Fire Credit San Francisco Medi-Serv Credit Union San Francisco 12/16/02
Union
Southland Civic Credit Union Downey FAMCO Federal Credit Union South Gate 12/1/01
Ventura County Credit Union Ventura Ventura Texaco Employees
Federal Credit Union Ventura 7/10/02
Wescom Credit Union Pasadena Steelcase of California
Employees Federal Credit Union Tustin 11/5/02

Premium Finance Companies

There were 68 premium finance companies on January 1, 2002. During the year, six premium finance
companies opened, three voluntarily surrendered the licenses, and four premium finance companies’ licenses
were revoked by the Commissioner of Financial Institutions, making 67 premium finance companies at yearend
2002.

New Premium Finance Companies

Six premium finance companies opened for business:

Name Location Opened
G.A.S. Premium Finance, Inc. Glendale 8/14/02
Granite Premium Finance, Inc. Fullerton 4/22/02
Ladera Premium Finance Co. Fullerton 5/7/02
Newport Premium Finance, Inc. Fullerton 2/25/02
Premium Assignment Company, I Costa Mesa 4/8/02
Priority One Premium Finance, Inc. Fullerton 4/17/02

Voluntary Surrenders of Licenses

Three premium finance companies voluntarily surrendered their licenses:

Name Location Closed
Beacon Finance Corporation Woodland Hills 8/20/02
Premium Star Finance Company Fullerton 9/20/02
Western Premium Budget Corp. Fullerton 10/19/02

Revocations of Licenses

Four premium finance companies’ licenses were revoked by the Commissioner of Financial Institutions.

Name Location Effected
1st Choice Premium Finance Company Torrance 7/31/02
APFC, Inc. Woodland Hills 7/31/02
INAC Corp. Of California Rancho Cordova 7/31/02
Western Agency Services, Inc Woodland Hills 7131/02
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Trust Companies and Departments

On January 1, 2002, there were 14 trust companies. During the year, two trust companies became extinct
through merger bringing the total number of trust companies at yearend to twelve.

At the start of the year, there were 26 state banks with trust powers. During the year, one bank was granted
trust powers, and three banks with trust powers became extinct through merger, leaving 24 banks with trust
powers as of December 31, 2002.

Trust Companies
Mergers

Two trust companies merged with national banks:

Surviving Institution Location Merged Institution Location Merged
Lasalle Interim Bank N.A. San Diego Chicago Trust Company of San Diego 1/31/02
California, The
Harris Bank California, N.A. San Francisco Harris Trust Company of San Francisco 12/2/02

California

Trust Powers

New Trust Powers
One state-chartered banks was granted trust powers:

Name Location Effected
First Northern Bank of Dixon Dixon 7/1/02

Mergers

In 2002, three state-chartered banks with trust powers merged:

Surviving Bank Location Merged Bank Location Merged
Bank of the West San Francisco United California Bank Los Angeles 4/1/02
Pacific Capital Bank, N.A. Santa Barbara Santa Barbara Bank & Trust Santa Barbara 3/29/02
Union Bank of California, San Francisco Valencia Bank & Trust Santa Clarita 10/31/02

National Association
Foreign (Other Nation) Banks

On January 1, 2002, there were 56 agencies and branch offices of foreign (other nation) banks representing 49
banks. During the year, one agency opened, eight agencies and one branch offices closed, leaving 49
agencies and branch offices representing 43 banks.

Of the total, 12 are depositary agencies, nine are non-depositary agencies, three are limited branch offices,
two are retail branch offices and 23 are wholesale branch offices. The offices opened and closed during the
year are presented on the following tables:

Agencies and Branch Offices of Foreign (Other Nation) Banks Opened

One agency opened during the year:

Name of Bank Country Location Opened
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Name of Bank Country Location Opened
Depositary Agency
Banca di Roma S.p.A. Italy San Francisco 7/1/02

Agencies and Branch Offices of Foreign (Other Nation) Banks Closed

Eight agencies and one branch office closed during the year:

Name of Bank Country Location Closed
Nondepositary Agency
National Bank of Canada Canada Los Angeles 1/15/02
Depositary Agency
Banca di Roma Italy San Francisco 711/02
Dai-Ichi Kangyo Bank, Ltd., The Japan Los Angeles 4/1/02
Industrial Bank of Japan, Ltd., The Japan Los Angeles 4/1/02
Overseas Union Bank Limited Singapore Los Angeles 1/2/02
P.T. Bank Bali Indonesia Los Angeles 2/15/02
P.T. Bank Niaga Indonesia Los Angeles 4/19/02
United Overseas Bank Limited Singapore Los Angeles 4/9/02
Wholesale Branch Office
BNP Paribas France Los Angeles 6/27/02

Representative Offices of Foreign (Other Nation) Banks

On January 1, 2002, there were 22 representative offices of foreign (other nation) banks representing 20
banks. During the year, one representative office opened and four closed, leaving 21 representative offices
representing 19 banks. The representative offices that opened and closed are shown on the following tables:

Representative Offices of Foreign (Other Nation) Banks Opened

Three representative offices of foreign (other nation) banks opened during the year:

Name of Bank Country Location Opened
BNP Paribas France Los Angeles 6/28/02
Mizuho Corporate Bank, Ltd. Japan San Francisco 4/1/02
Royal Bank of Scotland plc, The United Kingdom San Francisco 4/8/02

Representative Offices of Foreign (Other Nation) Banks Closed

Four representative offices of foreign (other nation) banks closed during the year:

Name of Bank Country Location Closed
Arab Banking Corporation (B.S.C.) Bahrain Los Angeles 9/30/02
Bank Hapoalim B.M. Israel Santa Clara 3/15/02
Industrial Bank of Japan, Ltd., The Japan San Francisco 4/1/02
IntesaBci S.p.A. Italy San Francisco 3/31/02

Foreign (Other State) Banks

On January 1, 2002, there were 36 foreign (other state) banks with facilities in California. During the year, three
banks opened facilities and six banks closed, making 33 foreign (other state) banks with facilities on December
31, 2002, of which 27 were insured foreign (other state) banks and six were non-insured foreign (other state)
banks. The facilities that opened and closed are shown on the following tables:
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Facilities of Foreign (Other State) Banks Opened

Three foreign (other state) banks opened facilities during the year:

Name of Bank State Location Opened
Insured Banks
City Bank Hawaii Newport Beach 11/15/02
Sunrise Bank of Arizona Arizona Newport Beach 9/30/02
Uninsured Banks
The Northern Trust Company of Connecticut Connecticut San Francisco 8/20/02

Facilities of Foreign (Other State) Banks Closed

Six foreign (other state) banks closed their facilities, including one that closed in 2001 that was not previously

reported:
Name of Bank State Location Closed
Insured Banks
Boston Private Bank and Trust Company Massachusetts San Francisco 2/1/02
JPMorgan Chase Bank New York Los Angeles 9/1/02
LaSalle Bank, N.A. lllinois Orange 1/31/02
Sunrise Bank of Arizona Arizona San Diego 6/30/02
United States Trust Company of New York New York Los Angeles 6/26/01
Uninsured Bank
FTTrust Company Florida San Mateo 1/16/02

Special Licensees

On January 1, 2002, there were 53 transmitters of money abroad, ten issuers of payment instruments and five
issuers of travelers checks. During the year, three transmitters of money abroad opened and one closed. As of
yearend 2002, there were 55 transmitters of money abroad, ten issuers of payment instruments and five

issuers of travelers checks licensed by the Department of Financial Institutions.

New Transmitters of Money Abroad

Three transmitters of money abroad opened during the year:

Name Location Opened
Girosol Corp Miami Beach, FL 3/6/02
PayPal, Inc. Mountain View 9/24/02
Sigue Corporation San Fernando 1/14/02
Transmitter of Money Abroad Surrender of License
One transmitter of money abroad voluntarily surrendered its license during the year:
Name Location Closed
FEBTC Speed Remittance, Inc. South San Francisco 7/31/02
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2002 Commercial Bank Financial Data

Statement of Financial Condition
as of December 31, 2002
(in thousands of dollars)

NUMDET Of INSHIULIONS ...t e e e e ettt et e e e e e e e e s e e e e e eaaab e aeeeseeseeabaa e eeeeeeeenaens 185
Assets
Cash and due fromM DANKS .......coiiiieiee e e e e e e e e e e e aeean $8,567,381
Y=ol {1 =TT RRPPPROPORt 28,155,505
Federal funds sold and securitiesS purchased ..o 12,552,098

[0 = 1 o F- ST 91,501,482
LeSS alloWanCE fOr 108N [OSSES .....ccuuiiiiiiiie et e e e et e s e e eeees 1,647,688
LIz Lo [ To o ] = PSRRI 92,511
Premises and fIXEA ASSELS........c.iviiiiiiiiiiiiiiieeeeeee ettt e